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REPORT OF THE PRESIDENT 


The fiscal year, which ended on June 30, 1970, closed with virtually an apparent halt in the 
growth of the national economy. The year under review was one of the most gruelling years en- 
countered by the home furnishings industry for a long time. The combination of tight money, limited 
residential construction, and a general weakening of conditions throughout the economy, made 
for an extremely restricted market for consumer durables. 


Corporate sales showed a decline of 1.33% to $5,970,446. The number of common shares out- 
standing, increased by 6.8% to 645,900 and earnings of $256,363 were equivalent to 40¢ per share as 
compared to $424,582, or 70¢ per share in the preceding year. Working capital increased from 
$1,031,830 to $1,602,828. At June 30, 1969, the working capital ratio was 1.6:1, at June 30, 1970, 3.49:1, 
a marked improvement in financial strength. 


The decline in sales and profits referred to above is the result of a series of conditions which 
transpired during the fiscal year under review. 


Because of limited market potential, and the necessity to remain extremely competitive, we | 
have absorbed the increased costs of labour and raw materials, and have not inflated our selling 
prices to compensate for this increase. 


While economic conditions continue to be difficult, management does not expect the erosion 
of profits to continue at the same rate in the future, and we feel that our shareholders should not 
become overly concerned about lower earnings for a restricted period. 


Your company operates from a firm foundation of forty years of experience and stability in the 
home furnishings industry. We have a fine well-designed, competitively priced, and well-received 
line of household furniture, marketed at approximately 1,000 retail stores across Canada. As eco- 
nomic conditions improve, we are confident of our ability to hold our fair share of the available 
market and show profit accordingly. 


Because of the prevailing environment we have not made any moves to acquire additional 
companies for external growth. Previous acquisitions continue to progress satisfactorily and a 
sound return on our investments is anticipated. 


Your management is optimistic that Canada’s future growth will be healthy and vigorous. We 
are equally confident that your company’s growth, in pace with the national picture, will be sound, 
certain, and prosperous. 


Ce a 


Morris Weiner, 
President October 6, 1970 


HOUSE OF BRAEMORE 


Downsview 


CONSOLIDATED BALANCE d 


(With Comparative Figu/ 


ASSETS 
CURRENT ASSETS _ 41970 1969 
Balen CerimaS anikeyn.:c% le pnen seein: eau MEER. tne _$ 101,780 : $ 222,262 
ACCOUNTS RECEIVEDIC:. ue. 3.21 a A ee ee ~=CO89G, 159 1,477,241 
Inventories (lower of cost or net realizable value) (Note 1.) 1,102,436 1,001 ,201 
Prepaid Expenses and Sundry Assets ...00....000000ccecreeeeee |. 45.252 $2,245,627 40,245 $2,740,949 
FIXED ASSETS (Note 2.) ........ Se aaa, a A ae Oo ee _ 496,498 539,142 
DeternediGharges (INOteS:) jee eee se 47,204 53,812 
DMR TEES (NONE 2) covisvsccnanarnnovoncrasnaor/oonanrsucsasopsnseovesoauene _ 1,390 — 
Excess of Acquisition Cost Over Net Book Value .................. 636,652 636,652 
INCONPORatiIONTEXPENSC! eon ae Ce et ne ee 2,210 2,210 
APPROVED ON BEHALF OF THE BOARD: 
M. WEINER, Director H. WEINER, Director $3,429,581 $3,972,765 


TO BE READ WIT 


ee _ — eee 


AUDITORS 


To the Shareholders of House of Braemore Furniture Limited, | 
4646 Dufferin Street, Downsview, Ontario. 


Gentlemen: 


We have examined the Consolidated Balance Sheet of House of Braemore Furniture Limited and its 
Retained Earnings and Source and Application of Funds for the year then ended. Our examination included < 
evidence aS we considered necessary in the circumstances. 


In our opinion, these Consolidated Financial Statements present fairly the financial position of the co 
for the year then ended in accordance with generally accepted accounting principles, applied on a basis consis 


TORONTO, August 27, 1970 
SS ____ 
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Ontario 


HEET AS AT JUNE 30, 1970 


2s as at June 30, 1969) 


1 OUR REPORT 


REPORT 


wholly owned subsidiary as at June 30, 1970 and the related Consolidated Statements of Operations and 
general review of the accounting procedures and such tests of accounting records and other supporting 


Ipanies as at June 30, 1970 and the results of their operations and the Source and Application of their funds 
ent with that of the preceding year. 


LIABILITIES 


CURRENT LIABILITIES 1970 


Bank@leOai emer Metre teen tac ee nel eet ee $  — 

Accounts Payable and Accrued Liabilities 0... 428,967 
INCOMNC MAX C Site oe retn ee coh veRer ec e LOR: ceeeae eM tea satay! 74,289 
(CUpaceialit POO OH LLOME) WERT IDE caccmesneoncesnavgenemanpeannanneen 139,743 


Balance Due on Purchase of American Frame 
DIVISIONBASSCLS maemo ne ns ete ees os rt) a — $ 642,999 


DKS Whe CuMIIAXC Simoes err Cee dratan enn dada Gea tie Clee, —_ 
LONE) Weimin DELI (INOW Bz) ....ccoscseosessnconeanscees ncnenaeauesvosssconvowsoed 844,477 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 6.) 
Authorized 1,500,000 Common Shares without par value 
Issued and Fully Paid 645,900 shares (1969 — 604,300) .. 1,261,160 


AGG AReTaINCGNEANMINGS 250 ee ee eee aera ak oor 680,945 1,942,105 
$3,429,581 


Respectfully submitted, 
JORDAN and JORDAN and HERLICK 
Chartered Accountants 
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1969 
130,000 
629,924 
164,724 


147,481 


636,990 


893,160 
424,582 


oil, 70951 119 
573 
945,331 


1,317,742 


$3,972,765 


HOUSE OF BRAEMORE FURNITURE LIMITED 
DOWNSVIEW ONTARIO 


CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


FOR THE YEAR ENDED JUNE 30, 1970 
(With Comparative Figures for the Year Ended June 30, 1969) 


1970 1969 _ 

SEWSS ~ grab ce diicl Spalaeeu ee atone tars Aone ete bs BER teres RR me Te Ae eae $5,970,446 $6,050,642 

COMME? WAGONS scale oer bom ates so an leek ae UR Coe ENE PN Mem ce ee me — Wey 

$5,970,446 $6,062,153 

Cost of Sales, Selling, General and Administrative Expenses... ccc: 5,431,119 5,191,647 

Front Betorelinterest on Long lerm Debt and Depreciation... ee. > 639,327 $ 870,506 

MtTeSIROnAeOnG) Neti DCD... sue amen ee OMe nom, Onl OE SNE See has... $ 69,962 $ 11,605 

DEI DOCTE OM: Siar eae neler ee Rams tS oe i i 0/2 62,676 47,022 

$ 132,638 $ 58,627 

RRONEBetone taxes tonuliNCOnnews <ceeniee: wee e men yea teas, Gatch Meme, eh eRe ee ca $ 406,689 $ 811,879 

MOONE LEDS ase ae a een ee? cll ON Neel tink RR, 150,326 387,297 

NGI PROT hee Meee are nena PO NOURI 5. Gl ach cera on code acta ek Rue ER aR elk en en oe $ 256,363 $ 424,582 

RetaineciEarnings— Beginmimanoimeenlods 9). rane. 424,582 = 

RETAINEDFEARNINGS ENDZORIRERI@ Dy tee eee acon lees el adta cna bene $ 680,945 $ 424,582 

Pal See leo MANSY acy. os eee ene eR eR te ee eee eC. ek Re Favs eciavieh 40¢ 70¢ 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED JUNE 30, 1970 
(With Comparative Figures for the Year Ended June 30, 1969) 

SOURCE OF FUNDS 1970 1969 
ING Rep ROT Uae eg cecth nc ce ee NU, ces. O84" ON oe MEN i do ass $ 256,363 $ 424,582 
BGO RS CIAtI OMe ers rity c's ce, Uh ont es Nae mere Na een We Reedy (ME Neenah samme ae NN Seer 50 62,676 47,022 
AMO ntizationonrinamceiGharges ances ot eee ee eR Ene Me recs tase sawn 6,608 <= 
Long Term Debt of Subsidiaries Assumed on AcquiSition .....0000...00...cccccecccccee teen — 240,000 
EORMSeKOnl as hanenOldens. xcs ee ext cetereenen tt wt cotta mm ery or Ms oc le ay 45,500 300,000 
ExoynVe} FSI ign Dec) ae eee hus Ne) oe eens A ee nas, ie oie — 405,332 
Common? Share SalSSue Ci. c-:5 emer nee te eee ORR cred Bie, pee ee eR a2 8 aS 368,000 ___21,500 

$ 739,147 $1,438,436 

USE OF FUNDS ees eS 
Machinenvaand Eq Uip inci: sae ame enennnnennte ORME leg 8 re ent lye $ 20,052 $ 506,818 
Defened Charges of SUbSICiay yaa eee pene nt) tt ee ahd Nee — 53,812 
lInGorp Oration: EXpemsey 27 Amen metre aye tere ee ein Sah Rope a IN Mi iar — 2,210 
Dolemnedsincome Taxes ae aa ete et oe mre ener erin te Re spre Eo oye: 1,963 (573) 
EO MG) eS TTD CL ce), te ee ee er eC RS. cco seeeepess 146,354 = 
Excessioi Cost of Acquisitioms;OvenINetiBookeValies eee pce SS _ 636,652 

$ 168,349 $1,198,919 

INCREASE IN WORKING CAPITAL $ 570,798 $ 239,517 
WORK) GAG ap itelll TU yas Meanie ae cre nee OR Ue oer ev CR a ccc _1,031,830_ __ 792,313 
WORMING CAPITAL =SJUNE sO teres hee entre et ee Pete co, cp $1,602,628 _ $1,031,830 


NOTES TO THE CONSOLIDATED FINANCIAL 
STATEMENTS AS AT JUNE 30, 1970 


PRINCIPLES OF CONSOLIDATION 


The accompanying financial statements include the accounts of the 
company and its wholly owned subsidiary The Hespeler Furniture Company 


Limited on a consolidated basis. 


NOTE 1. INVENTORIES 


Inventories are valued at the lower of cost or net realizable value and 
consist of the following: 


RAW, IMAtenialS: oo cictecsccaectined soncetuchtuoseveaneests $ 554,175 
Words fim [PIROC MESS  sorraacassoonssoncascs00nova00as9ennannenaanen 102,658 
RinishediGOodSi ters cet cet eee 445,603 
$1,102,436 
Cost or 
Appraised Accumulated Net 
NOTE 2. FIXED ASSETS Value Depreciation Investment 
LEV ANG) da stasactnecsonenecstaneceledssns are aeaeeneR meee $ 1,342 $ — $ 1,342 
BUuilGinginees eter re er reas aa ae 278,495 37,971 240,524 
Machinery and Equipment ................ 461,215 225,009 236,206 
Leasehold Improvements .................. 16,874 2,959 13,915 
AUTOMOLIVEGR Rec cee tae ete: nb araass. 7,960 3,449 4,511 


$765,886 $269,388 $496,498 


The building of The Hespeler Furniture Company Limited, is valued 
at an appraised value of $260,000 which is $20,000 less than an appraisal 
made by the Dominion Appraisal Company Limited on July 27, 1966. 
Additions to building and all other fixed assets are valued at cost. 


NOTE 3. DEFERRED CHARGES 


IDKSKSICIIMIS) > - snsedtebgnote uasecie dade vescaseenananaun soMeaneanereceesecmacma tenancies $ 3,000 
StantUpmGOStsp see RF ratace tose dnoe tober her oe aes 31,200 
FriIMAM CEG NAN SS ieee acre tee sctees eerae So neta ee ee te 13,004 

$47,204 


NOTE 4. INCOME TAXES 


As at June 30, 1970, The Hespeler Furniture Company Limited has 
losses available for carry forward as a deduction against future years’ 
profits. At current tax rates, the tax credit which would result from the 
carry forward amounts, will if realized, amount to approximately $760. 
Income taxes have been increased by $1,963 as a result of the company’s 
policy in claiming capital cost allowances in excess of depreciation 
recorded in the records of the company in the prior year. 


NOTE 5. LONG TERM DEBT 


Balance due on purchase of common shares of The Hespeler 
Furniture Company Limited: 


Octo Cre sii OOo erte eee eee Bee 7 ene eee $ 30,000 
May 15, 1971 


EF ccc CODEC REP RSOCEN GaSe ERS SRce ME aN Ee eee iste orAa one 70,000 
May SHR CVn ee mathe ton ern eat eee Memon Ol. ky 70,000 
May TUS CAGE Ae heart a ome Mare Me Sete Pea Pg 70,000 

Conditional Sales Contracts for purchase of production 
EQ UND IME te eee care et ae eee eer A Re on NO 55,220 

Industrial Development Bank — 8%2% due November 23, 1972 .... 43,500 

Shareholders’ Loans —7% due December 31, 1971 .......000........ 645,500 

$984,220 

Less: Instalments due within one year included in current 

=O) UN SX eet cheat ees one eet Mewes cu ON 139,743 
$844,477 

SECURITY 


The obligation to pay the $30,000 assumed on the purchase of the 
common shares of The Hespeler Furniture Company Limited is secured 
by a pledge of 913 common shares of that company. The remaining 
balance of $210,000 is unsecured. 


Conditional Sales Contracts are on the production equipment. 


The Industrial Development Bank is secured by a first mortgage on 
the real estate, a chattel mortgage and a supplementary chattel mortgage 
on the equipment, each in the amount of $100,000. 


Shareholders’ Loans are unsecured. 


NOTE 6. CAPITAL STOCK 


As at June 30, 1970, employees hold options on 13,000 common shares 
exercisable prior to October 3, 1973 at $5.00 per share. 


Changes in Capital Stock during the year are summarized as follows: 


Number 
of 

Shares Amount 
SUNY Aig) IOS ieee cet ence eeeee ae antmena nna seats 604,300 $ 893,160 
Issued during the year by the exercise 

of employees’ options ..................000. pobeonsesb ORE 1,600 8,000 

Issued during the year from treasury ...................... 40,000 360,000 
June 30, 1970 645,900 $1,261,160 


NOTE 7. LEASES 


Minimum Annual Rental costs under lease agreements (exclusive of 
taxes, Insurance and Maintenance Costs) which extend for more than five 
years from June 30, 1970, aggregate as follows: 


1971-1979 — $99,000 


NOTE 8. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The total remuneration paid or payable by the company and its sub- 
sidiaries to its directors and senior officers amounted to $177,170. 
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| ) FURNITURE LIMITED 


INTERIM REPORT 
FOR THE SIX MONTHS 


4646 DUFFERIN STREET 
DOWNSVIEW, (TORONTO) ONTARIO ENDED DECEMBER 31, 1968 


PIuVv 


INTERIM REPORT TO 
SHAREHOLDERS 


I am pleased to present the operating re- 
sults of House of Braemore Furniture Limited, 
for the six months ended December 31, 1968. 


The Company was incorporated on Septem- 
ber 16, 1968, and the statement reflects the 
operations of the Company, combined with the 
operations of the previous partnership, from 
July 1 to September 16. 


Sales for the six months ended December 
31, 1968 show an increase of 8% over those 
of the previous partnership for the same period 
in 1967. Pre-tax profits for the six months 
under review were 15.9% of sales, an increase 
of 29% on the pre-tax profits of the partner- 
ship for the full year ended December 31, 1967. 


(Half-year figures for 1967 are not avail- 
able). 


The outlook for the Company is en- 
couraging. 


There is a substantial backlog of orders on 
hand and increasing demands for housing units 
leads us to expect a continued sales growth in 
the foreseeable future. 


MORRIS WEINER, 


President 


HOUSE OF BRAEMORE FURNITURE LIMITED 


CONSOLIDATED STATEMENT OF INCOME 


FOR SIX MONTHS ENDED DECEMBER 31, 1968 


Sales 


Cost of Sales 
Provision for depreciation 


Income before taxes 
Provision for taxes 


Net Income 


Earnings per share 


SOURCE AND APPLICATION OF FUNDS 


Source of Funds 


Net Income 

Depreciation, not requiring a cash outlay 
Deferred Income Taxes 

Employees Stock options 


Application of Funds 


Additions to Machinery and Furniture 
Incorporation expense 


Increase in Working Capital 
Working Capital July 1, 1968 


Working Capital December 31, 1968 


All figures are subject to independent year end audit. 


$2,458,610 


$2,058,000 
7,931 


$2,065,931 


$ 392,679 
199,274 


$ 193,405 


S32) ¢ 


$ 193,405 
Goon 
1,038 

21,000 


$ 223,374 


$ 6,570 
2,210 


$ 8,780 


$ 214,594 
792,313 


$1,006,907 


